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November 13, 1982

MEMORANDUM POR SENIOR ADMINISTRATION OFFICIALS

FROM: WILLIAM P. CLARK W -

SUBJECT: East-West Economic Relations ang Poland—related

The President hag consistently stated that he would not conduct
"business ag usual® for as long as the Soviet Union continues
its policies of oppression. Thig jg Particularly important at

concerned about overall East-West economic relations. He

expressed this concern forcefully at the July, 198) Economic
Summit. For more than a year after that meeting ang continuing
through the Versajilles and Bonn Summits, the President made
€xtensive effortg to persuade our Allies to forge with ug a

increased Purchases of Soviet gas, tighteneq controls on the
transfer of high technology and an end to subsidized and
pPreferential credit terms. The Rashish mission in the fal}

are both examples of this effort. The widely differing
Perceptions on East-West trade between the Allies and the
u.s., however, Precluded an accord at that time just as it
eluded the Past Administration. (u)

consumption will be about "30%. Regional dependency figures,
however, coulg run sﬁbstantially higher. Bavaria, west
Germany, for example, is presently over 9% dependent on

addition of 4 secand Strand of the Siberian gas Pipeline
Project would increase the Soviet share of continental

E 1i to about 453, (p) |
uropean gas supplies to u Q//& .
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At the same time that he announced these actions, the Prasident
put President Brezhnsv publicly on notice that sustained
repression wouid compel him to implement additional measures
against the USSR. It became apparent during the spring of
1982 that the Allies were not ready to share the burden of
this human rights effort. Meanwhile,'repression continued
in Poland. oOn June 18, the President decided as a matter of
Principle on the unilateral application of extraterritorial
controls on oil ang gas equipment and technology, which had
the effect of further hampering pProgress on the pipeline,

In addition, it corrected the inequity of the December

. Measures in an effort to pProtect American firmg from the

and determination and began in earnest the consultation process
on East-West economic relations with Secretary Shultz from
which this historie agreement has emerged. (U)

Security context. - The President's léadership was indispensable
to this achievement. The benefits derived by the U.S. from
this trade-off are Numerous and include the following:

- It represents the first comprehensive allied framework
agreement on East-West economic relations in a security context,

— It sets out security-minded principles”which will govern
East-West trade for the remainder of thisg decade and beyond.

-- It commits the Allies to immediate actions including:

1) strengthening the effectiveness of controls on high
technolo transfer to the USSR, COCOM meetings lasgt
____E___EX____Q____________~_.~

month have made a solig start on tightened controls on
military technology. The Allies have agreed to go further -
than before in agreeing on multilateral controls on other

© high technology itenms, including critjical oil and gas
equipment and technology. ()

2) working ur ently to harmonize e rt credit licies.
The language of the agreement goes well beyond Versail es,
Last symmer OEeCD raised interest rates for the USSR
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3) no new contracts for purchase of Soviet gas during
the study on Western energy alternatives.
This commitment, coupled with the successful development

of alternative sources of western enerqgy, should cancel
the planned second strand of the Siberian Pipeline

€Xport earnings in the 1990g -- about $14 billion
foregone annually). Western energy security will be
greatly enhanced. (p)

€ach of the key areas that would form the basis of common
pPolicies. The coming Williamsburg economic summit will serve
as a benchmark for the attainment of concrete results. (0)

- ¢ ~, .

r 4
-— There is no doubt that Soviet and Polish authorities
view this multilateral framework agreement as considerably

- More restrictive and costly to their interests over the

long~term than the unilateral Poland~related measures.
The imminent release of Lech Walesa may be a signal that the
President's resolve is being responded to with a significant

~~ _ Finally, Western taxpayers will be the ultimate beneficiaries

- over time of our efforts to curtail the massive Soviet hard.

currency earnings from a second strand of the Siberian
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